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outh-serving organizations are likely to face many challenges in 2010. Notwithstanding signs the 
economy is improving, continued cuts in state budgets and foundation giving will translate to 
less funding for many youth programs, most of which already experienced reductions in 2008 
and 2009. The strain of the recession also means the vulnerable populations that many youth programs 
support will need services now more than ever. To maintain high-quality services with limited 
resources, youth-serving organizations need to embrace a strategic and proactive approach to their 
financial management. 

This research brief highlights three effective financing strategies that successful youth-serving 
organizations are using to maintain quality services despite difficult economic times (see Summary 
of Key Financing Strategies). The brief provides examples of how organizations have implemented 
these strategies and offers tips to help leaders consider how best to adapt these strategies to their 
unique context. 

The brief begins by summarizing the effects of the recession on youth-serving organizations thus far. 
The first strategy, aggressively managing costs, highlights how organizations can focus on what they 
do best and cut costs in ways least likely to damage the quality of their services. The second strategy, 
creatively generating new revenues, examines how organizations can look beyond their traditional 
sources of support to generate new funding despite the troubled economy.The third strategy, forming 
partnerships, discusses how organizations can create partnerships and support networks to help 
mitigate the effects of funding cuts. 

A key finding of this research is that many organizations began implementing these strategies well 
before times got tough. Aggressively managing costs, creatively generating revenues, and forming 
partnerships were integral aspects of their daily operations, rather than reactions to a weak economy. 
Leaders report that once the recession began, these strategies significantly improved their program’s 
ability to continue delivering high-quality services to youth. In this sense, these strategies not only can 
help youth-serving organizations weather the storm, but also help ensure they are better prepared to 
manage any financial shocks in the future. 

This research was informed by interviews with leaders of 17 youth programs and organizations from 
across the country that experts identify as using effective financial management strategies. These 
programs and organizations vary in their size and scope; some have budgets of less than $200,000 
and serve youth in well-defined communities, while others serve youth nationwide and have budgets 
as large as $30 million. The programs and organizations serve both urban and rural areas. They also 
vary in their primary areas of service, including afterschool, mentoring, dropout prevention, gang 
prevention, and juvenile delinquency services, though most of them provide services in multiple areas. 
Finally, some of the organizations provide direct services to youth while others are intermediaries 
(i.e., they support the work of other youth programs). A list of the programs and organizations 
participating in the research interviews can be found in the appendix. 
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Summary A(e.y Financing Strategies 



Leaders interviewed for this research recommend these key financing strategies to maintain 
services for youth in a difficult economy. 



Aggressively 
Manage Costs 


Protect core services (p. 8) 

LJ Close or scale back programs not integral to the organization’s mission. 

CJ Understand how cost-cutting measures will affect all aspects of the 
organization. 

Develop a contingency plan (p. 8) 

CJ Develop an outline of steps the organization will take to deal with 
financial difficulties. 

Examine overhead costs (p. 1 0) 

CJ Renegotiate debt. 

D Renegotiate contracts with vendors. 

LJ Secure sufficient overhead rates. 


Creatively 
Generate New 
Revenues and 
Support 


Engage the board or other leaders in generating revenue (p. 1 3) 

CJ Create a fundraising and development committee. 

O Provide fundraising training. 

Use data to communicate the organization’s impact (p. 1 4) 

CJ Conduct parent surveys. 

O Conduct program quality self-assessments. 

Engage external evaluators. 

CJ Invest in data collection software. 

Implement program fees and social enterprise activities (p. 16) 

LJ Develop sliding-scale fees. 

CJ Engage in business-like activities that generate income to support the 
organization’s mission. 


Form 

Partnerships 


Access volunteers and in-kind support (p. 1 8) 

Engage volunteers through connections with parents, universities, and 

national and local volunteer organizations. 

O Create partnerships with community-based organizations and local 
businesses. 

Share the costs of providing services (p. 20) 

O Establish referral systems to reduce duplication of services. 

LJ Use support networks to jointly administer programs. 

Share administrative costs (p. 2 1 ) 

O Outsource back-office services. 

Pool resources through a collaborative. 
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Effects of ika P^cccssLon on ^outk "Programs 



Like most nonprofit organizations, many youth-serving organizations have experienced budget 
reductions in recent years. These cuts are partially a result of severe budget challenges in state and 
local governments. Many states and localities have substantially reduced funding for youth programs 
to address revenue shortfalls. Consider these examples of how state-level budget cuts are directly 
affecting the funding received by youth programs. 

Connecticut, to manage a $386 million budget gap in fiscal year 20 1 0, cut the budget for the 
department of children and families by $8.5 million. 1 

Kentucky, faced with a 20 1 0 budget shortfall of $ 1 6 1 million, eliminated a nationally 
recognized juvenile crime prevention program. 2 

New Jersey, to close a fiscal year 20 1 0 budget gap of $500 million, cut funding for afterschool 
programs. 3 

New York, confronting a $3.2 billion budget shortfall for fiscal year 2009, cut spending 
midyear on most of its programs that serve youth. 4 

Youth programs also face continued reductions in private funding. Many of the private foundations 
on which youth-serving organizations rely have reduced their grant making because of large losses 
in their endowments. A Foundation Center survey estimates that foundation giving decreased by 
more than 10 percent in 2009, and foundation giving is expected to decline further in 20 10. 5 Private 
fundraising and donations also have decreased. A study by Giving USA found that donations to 
charities in 2008 declined by 5.7 percent after inflation, the steepest decline since the organization 
began estimating donations in 1956. 6 

Naturally, reductions in nearly all sources of funding for youth-serving organizations have drastically 
affected their financial conditions. A November 2009 survey by The Bridgespan Group found 
that 80 percent of nonprofit organizations had experienced funding cuts, up from 52 percent in 
November 2008. 7 For many organizations, these funding cuts have been significant. Nearly half of the 
organizations surveyed had experienced cuts of between 10 percent and 20 percent of their total 
budget, and almost a quarter had funding cuts of more than 20 percent. Although the Bridgespan study 



1 National Association of Child Care Resource & Referral Agencies, “State Budget Cuts: America’s Kids Pay the 
Price” (Arlington, Va.: National Association of Child Care Resource & Referral Agencies, January 2010). 

2 John Kelly, Benjamin Penn, and Matt Wagner, “Youth Services in States of Pain: A Survey of How Budget Cuts 
Threaten Youth Programs," Youth Today (March 1 , 2009). 

3 National Association of Child Care Resource & Referral Agencies. 

4 Community Resource Exchange, Budget Alert (New York, N.Y: Community Resource Exchange, November 2009). 

5 Steven Lawrence, Foundations'Year-End Outlook for Giving and the Sector (New York N.Y:The Foundation Center 
November 2009). 

6 Giving USA Foundation, Giving USA 2009:The Annual Report on Philanthropy for the Year 2008 (Glenview, III: Giving 
USA Foundation, 2009). 

7 Allen Tuck Ann Goggins Gregory, and Sarah Sable, A Year of Managing in Tough Times: November 2009 Survey 
Update of Nonprofit Leaders (Boston, Mass.:The Bridgespan Group, November 2009). 



focused on nonprofit organizations in general, these findings are consistent with the responses of 
youth program leaders interviewed for this brief. All interviewees reported some funding cuts from 
public or private sources, with many reporting cuts of between 1 0 percent and 20 percent of their 
total budget. 

Nonprofit leaders have quickly implemented strategies to cope with these financial challenges. 
Typically, they have taken steps to develop contingency budgets, collaborate with other organizations 
to provide services, reduce staff, freeze salaries, engage more closely with their board, and use reserve 
funds (see Common Strategies That Nonprofits Are Using to Cope with the Recession). 



Common Strat&gi&s Tkat A/onpro$Lts fire. Zising to dope. 
Loitk tk& ~k^&casslon 



• Develop contingency budgets (65% of respondents) 

• Engage more closely with board (59% of respondents) 

• Freeze all hires and current salaries (48% of respondents) 

• Use reserve funds (43% of respondents) 

• Collaborate with another nonprofit organization to provide programs (42% of respondents) 

• Reduce staff or salaries (4 1 % of respondents) 

• Reduce or eliminate programs (39% of respondents) 

• Reduce or refinance occupancy costs (18% of respondents) 

Source: Nonprofit Finance Fund, Summary Report: Nonprofit Survey Results (New York, N.Y: Nonprofit Finance Fund, 
March 2009). 
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